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The President’s FY1999 Defense Budget:
The Risks Continue to Grow

President Clinton’s defense budget
request of $270.6 billion for fiscal year
(FY) 1999 represents a real decline of 1.1
percent from current spending levels and
continues a 14-year trend of real decline
in defense spending — over 39 percent
decline from mid-1980s levels. It also rep-
resents a continuation of the defense
budget “status quo” — much-needed,
long-term investment to recapitalize the
U.S. armed services are being mortgaged
to pay for short-term underfunded oper-
ating and sustainment needs.

The FY 1999 defense budget request
represents approximately 3.1 percent of
the nation’s gross domestic product,
down by more than 50 percent from the
mid-1980s level of 6.3 percent. Continu-
ing a downward trend, the FY 1999 de-
fense budget request, when measured in
constant dollars, represents the smallest
defense budget since the beginning of
the Korean War in 1950. These down-
ward trends will continue, and indeed be
exacerbated by the proposed growth in
domestic spending in the President’s fed-
eral budget request. Under the President’s
budget proposal, entitle-
ments and domestic dis-
cretionary outlays will
enjoy substantial real in-
creases, while outlays for
defense will suffer real de-
cline in the years ahead.

Within the defense
budget topline, there
have been marginal ad-
justments to major bud-
get accounts from current
(FY 1998) spending lev-
els, but almost all are
slated to decline when
measured in constant
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dollars. The FY 1999 budget request in-
cludes: $70.8 billion for military person-
nel, compared to the $69.7 billion appro-
priated by Congress in FY 1998; $94.8 bil-
lion in operations and maintenance, ver-
sus $94.4 billion enacted last year; $48.7
billion in procurement, versus $44.8 bil-
lion last year; $36.1 billion in research and
development versus $36.6 billion enacted
last year; $4.3 billion in military construc-
tion, versus $5.1 billion in FY 1998; and
$3.5 billion in family housing, versus $3.8
billion appropriated last year. The request
also includes $12.9 billion for Department
of Energy defense programs versus $12.7
billion enacted last year.

The administration’s FY 1999 defense
budget request also fails to redress the
mismatch between the national military
strategy and the forces and budget re-
sources necessary to support it. Indeed,
the demands of the national military strat-
egy continue to grow even as the defense
budget continues to decline. As re-
flected in the Pentagon’s Quadrennial
Defense Review, the national military

— continued on page 4 —
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From the Chairman: Put
Problem-Solving Above Polling

— continued from page 1 —

mission proposes more than $100 billion
in new domestic spending above the
spending caps, but fails to propose one
dime in increased defense spending.

Although the Administration has al-
lowed the Department of Defense keep
approximately $21 billion dollars worth
of inflation windfall and to allow the De-
partment not to budget what I suspect
will be $10-$15 billion dollars over the
next five years in Bosnia costs, I am frus-
trated that this budget continues to “rob
Peter to pay Paul.”

This year’s request for the procurement
of new weapons systems is $2 billion
dollars less than was projected for fiscal
year 1999 at this time last year. Anditis
about $5 billion dollars less than was pro-
jected for fiscal years 1999 and 2000. This
year’s research and development request
is $600 million dollars below current
spending levels and is projected to de-
cline by 14 percent over the next five
years. In the military construction ac-
counts, this budget is $350 million dol-
lars less than was projected for fiscal year
1999 at this time last year, is $1.4 billion
dollars below current spending levels,
and is an astounding $600 million dollars
below even last year’s request. The un-
fortunate and all-too-familiar bottom line
is that the long-term investment accounts
are once again paying for short-term
underfunded operating and support re-
quirements.

Though the FY 1999 defense budget
request is the President’s responsibility,
this year Congress also takes on a larger
share of responsibility for the lack of vi-
able solutions. Along with a majority of
my colleagues, I voted for the budget
agreement which locked in the
President’s low defense spending num-
bers starting in fiscal year 1999. As I
said at the time, I believed the budget
agreement was a step in the right direc-

tion for the nation’s long-term economic
security, but a step backwards for our
national security.

As I continue to struggle with these
frustrations, I found particularly interest-
ing a recent Washington Post op-ed by
Robert Samuelson. He observed that the
balanced budget is largely the result of
some recent economic luck and, on the
spending side of the ledger, of more than
a decade of real cuts in defense spend-
ing ~ i.e., the “peace dividend” has
played a major role in producing our eco-
nomic fortune and balanced budget.
Samuelson rightly argued that the rea-
son cuts in defense have been largely
ignored in discussions of how the bal-
anced budget has been achieved is be-
cause they are “politically inconvenient”
since, among other things, the cuts may
have gone too far.

I think all of us who are struggling to
address the services’ shortfalls are con-
fronting this political “inconvenience.”
As Speaker Gingrich indicated in a re-
cent National Review article, fixing what
is wrong with defense will require more
than reform-generated savings — it will
require increased spending. But increas-
ing the defense budget will be “inconve-
nient” as politicians of both parties and
in both branches of government seek
additional debt reduction, tax cuts, more
social spending or some combination of
all three in a balanced budget environ-
ment,

And if the President refuses to use his
“bully pulpit” on the issue of defense
shortfalls, increased spending will also
prove to be “inconvenient” for many of
us. Not knowing that our military is hav-
ing problems, average Americans — our
constituents — are far more likely to see
an immediate short-term benefit from a
tax cut or increased social spending than
they are from increasing the defense bud-
get. In a world where politics and policy-

making are increasingly driven by polls,
addressing serious defense shortfalls
unfortunately does not even rate an
“honorable mention.”

Despite the growing frustration and the
magnitude of the problem, our responsi-
bility to continue to seek solutions to
these problems, even if “inconvenient,”
has not lessened.

It may be, with neither the President
nor the Congress willing to commit addi-
tional resources to an underfunded de-
fense program this year, that the real de-
fense debate is about to begin. It also
may be that by trying to fix some of the
services’ problems through the unprec-
edented step of increasing the President’s
defense budget these past three years,
Congress dared to put problem-solving
ahead of polling data. It may be that long-
term solutions to quality of life, readiness
and modernization problems will not be
found until the force “breaks” somehow
— let us hope not in a serious defeat and
tragic loss of American life — and public
opinion demands that we fix it, regard-
less of cost. In this politically-charged
and fiscally-constrained environment,
there is a lot of concern and frustration,
but also an ominous lack of commitment
to take the steps necessary to solve the
problem. I certainly do not have the an-
swers right now, but neither, I believe,
does the President’s budget.

What we are then left to face is not the
task of strengthening our military power
in order to protect and promote the
nation’s global interests and ensure its
superpower status. Instead, we are con-
fronted with the challenge of having to
manage the growing risk associated with
a shrinking force being asked to do more
with less. This strategy is reactive, not
proactive. And it is not the foundation
from which a viable post-Cold War secu-
rity strategy can be built.

Opening statement of Chairman Spence,
Posture Hearing with Secretary Cohen
and General Shelton,
February 5, 1998
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National Security Risks Continue to Grow...

— continued from page 1 —
strategy now acknowledges the need to
“shape the international environment”
through multiple and prolonged peace-
keeping missions, the need to prepare
now for an uncertain future dominated
by rapidly changing technology, and the
traditional requirement to be able to fight
regional wars in Southwest Asia and in
Korea. Studies done
for the defense review
indicate that U.S.
forces would not be
able to maintain their
current pace of opera-
tions and respond to
regional crises in a

timely fashion. 40%
In addition, the FY 30% |

1999 defense budget 20% |
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match the defense 10% r

review’s rhetoric when 0% |
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Reform Initiative, the FY 1999 defense
budget request includes “negative fund-
ing wedges” in the operation and main-
tenance accounts — savings in anticipa-
tion of yet-to-be implemented manage-
rial changes and infrastructure reduc-
tions. Should these changes not be
implemented or should they fail to de-
liver the anticipated savings, the require-

Mandatory Domestic

Source: FY 99 President’s Budget

Defense

and Budget (OMB). While technical in
nature, this problem could force the Con-
gress to cut billions of dollars from the
President’s defense budget request.
Once again, CBO has disagreed with the
lower defense outlay projections of OMB.
Preliminary estimates from CBO indicate
that the administration may have under-
estimated the level of defense outlays in
FY 1999— funds actu-
ally expended in the fis-
cal year and thus the
key to deficit or surplus
calculations — by at
least $2.5 billion (and
possibly as much as $4
billion). The primary
cause of the dispute
appears to be a dis-
agreement over the

X ! rate at which prior year
Dis(c)::ﬁ:;r;ary appropriations are
DECREASE 33% spent. The OMB cal-

culations result in
lower outlay spending
estimates than is the
case with CBO.

Although OMB and
CBO have frequently
disagreed over the cor-
rect level of defense

cut to pay for near-
term readiness- and personnel-related
shortfalls. For example, the FY 1999 pro-
curement request of $48.7 billion is $2.0
billion less than the administration’s own
estimates from last year indicated would
be necessary in FY 1999. Additionally,
this year’s procurement request includes
items not traditionally funded in procure-
ment accounts, such as strategic sealift.
Such reclassification has the effect of ar-
tificially inflating the administration’s pro-
curement request.

Given past patterns, it is likely that
funds will continue to be stripped from
the modernization accounts to offset
readiness shortfalls. As a result of De-
fense Secretary William Cohen’s Defense

ment to move additional modernization
funds into operation and maintenance
accounts will increase. This perpetual
“tax” on modernization resources is also
likely to be exacerbated by the unre-
solved issues of additional funding for
increased operations in Southwest Asia
and for the continuing U.S. military pres-
ence in the former Yugoslavia [see
page 2].

Beyond uncertainty over the funding
of contingency operations, another
source of uncertainty about the
President’s defense budget request is the
so-called “outlay scoring” dispute be-
tween the Congressional Budget Office
(CBO) and the Office of Management

budget outlays, the
magnitude of the disagreement has
grown significantly larger during the past
two years. Since defense spending lev-
els are now capped by the 1997 Balanced
Budget Act, OMB’s outlay estimates per-
mit the Administration to claim its defense
budget is consistent with the spending
caps contained in the Act. But CBO is
likely to score the President’s budget re-
quest as exceeding the Balanced Budget
Act’s spending caps. Since the Congress
traditionally has abided by CBO estimates,
the defense committees may have to cut
the President’s defense budget request
by billions of dollars in order to bring de-
fense outlay estimates into compliance
with the limitations imposed by the Bal-
anced Budget Act of 1997.
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